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SUBJECT: EC STEEL PLANS: BRAZIL 

1 . BRAZILIAN AMBASSADOR CALLED ON AMBASSADOR JANUARY 20 
TO DISCUSS US AND EC STEEL PROGRAMS. HE BEGAN BY 
INDICATING HIS UNDERSTANDING THAT US TRIGGER PRICE 
SYSTEM INCLUDED IMMEDIATE AUTOMATIC IMPOSITION OF DUTIES 
ON SHIPMENTS BELOW TRIGGER PRICES AND WE SPENT A GOOD 
DEAL OF TIME STRAIGHTENING HIM OUT. (IT IS APPARENT 
SOUTO MAIOR SUFFERED FROM THE SAME MISUNDERSTANDING AS 
MANY EUROPEAN OFFICIALS AND JOURNALISTS. WE ARE DOING 
OUR BEST TO EXPLAIN THE SYSTEM HERE BUT WASHINGTON 
AGENCIES SHOULD NO DOUBT CONSIDER WAYS TO CORRECT PUBLIC 
IMPRESSION ABROAD ON THIS POINT.) 

2. WITH RESPECT TO EC PLAN, SOUTO MAIOR SAID THAT HIS 
GOVERNMENT HAS BEEN INVITED TO DISCUSS FUTURE SHIPMENTS 
WITH THE EC COMMISSION. HE INDICATED THAT BRAZILIAN 
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EXPORTS ARE LARGELY PIG IRON AND THAT FOR SOME TIME 
(PRESUMABLY SINCE EC DROPPED ITS ANTI-DUMPING ACTION) 

THESE HAVE BEEN COVERED BY AN INFORMAL AGREEMENT BETWEEN 
BRAZILIAN PRODUCERS AND COMMUNITY IMPORTERS. HE ADDED 
THAT BOTH PRICE AND QUANTITY HAVE ALREADY BEEN AGREED 
IN THIS MANNER FOR ALL OF 1978. WHEN BRAZILIAN AMBASSADOR 
ASKED HOW BRAZILIAN PIG IRON COULD CONTINUE TO ENTER EC 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


UNDER THE MINIMUM AND GUIDANCE PRICE SYSTEM AS REINFORCED 
BY THE EC COUNCIL, THE COMMISSION EVENTUALLY REPLIED THAT 
EC OFFICIALS WOULD TURN A BLIND EYE TO BRAZILIAN SALES 
AS LONG AS THEY DID NOT EXCEED THE AGREED 10 PERCENT 
DISCOUNT OFF POSTED EC PRICES AND STAYED WITHIN QUANTITA- 
TIVE LIMITS. 

3. QUESTION THAT BRAZILIANS ARE TURNING OVER IN THEIR 
MINDS, ACCORDING TO SOUTO MAIOR, IS WHETHER TO SEEK 
CONTINUANCE OF INFORMAL ARRANGEMENT OR TO REGULARIZE IT 
THROUGH A GOVERNMENT-TO-GOVERNMENT AGREEMENT, AS EC 
NOW SUGGESTS IS POSSIBLE. 

4. AMBASSADOR HINTON TOLD SOUTO MAIOR THAT ARRANGEMENTS 
SUCH AS THE ONES BRAZIL HAS HAD WITH THE EC ARE THE 

KIND OF THING USG OPPOSES AND HAS BEEN TRYING TO 
PREVENT INTER ALIA BECAUSE OF THEIR INSIDIOUS EFFECT 
ON COMPETITION. HE ADDED THAT US HAS NOW EXPRESSED 
PUBLIC CONCERN (IN THE STR PRESS RELEASE CONTAINED IN 
STATE 15081) THAT EC PHASE II AGREEMENTS MAY LEAD TO 
FURTHER CARTELIZATION OF THE WORLD STEEL MARKET. SOUTO 
MAIOR ACKNOWLEDGES DANGERS BUT ADDS EC POLICIES PRESENT 
BRAZIL WITH HARD CHOICES. HINTON 
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